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UNITED OILS, LIMITED 


Directors’ Report 


TO THE SHAREHOLDERS, 
UNITED OILS LIMITED: 


The directors of United Oils, Limited are pleased to submit this report for 
the past year. It was an important year for your Company and was highlighted by 
the following developments: 


1. In the Swan Hills area northwest of Edmonton, United has participated in 
a major oil discovery. Drilling in Virginia Hills, in the same vicinity, has 
given promise of significance. 


’ 2. Arrangements were completed in 1958 to have an offering made of 
common shares on a rights basis to the shareholders of the Company, the 
results of which were deeply gratifying to your directors. 


3. Activities of your affiliate company, Home Oil Company Limited, have 
been equally important during the year and a summary of its operations 
is contained in this report. 


Production from the Company’s wells totalled 385,422 barrels during the 
year compared with 468,037 barrels in 1956. Gross oil revenue was $1,017,327 
compared with $1,156,894 in 1956. After providing $226,599 for surrendered 
leases and $994,347 for depletion and depreciation, a net loss of $1,180,411 was 
incurred for the year. The Company is participating in a water flood program in 
Pembina which gives considerable promise of increasing the recoverable reserves 
from that field. Engineers estimate that it will be approximately one year before 
it will be determined if beneficial results of this flood will be realized. 


In January of 1958, an offer was made to the shareholders of United Oils to 
subscribe for treasury shares on the basis of one new share for each three shares 
held, at a price of $2.00 per share. This offer closed on February 28, 1958, and 
your directors are pleased to report that a total of 1,985,848 shares were subscrib- 
ed for by the shareholders and $3,971,696 received by the Company. The net 
proceeds will be used to reduce bank loans and to provide funds for the Company’s 
share of the production, exploration and possible lease acquisition costs in the 
Swan Hills, Virginia Hills and Grizzly Mountain areas. 


The map shown on page 4 of this report shows the location of three farmouts 
involving 329,920 acres of land held under Crown petroleum and natural gas 


reservation and lease located in the Virginia Hills, Swan Hills and Grizzly Moun- 
tain areas situated 120 miles northwest of Edmonton. The Company participated 
with Home Oil Company Limited in these farmouts and has 6.25% of the working 
interest in the Swan Hills acreage and 4.17% of the working interest in the Virginia 
Hills and Grizzly Mountain acreage. 


The first well in the Home-United run of successes in the Slave Point fairway, 
was confirmed in January 1957. It was the Home, Union-Hudson’s Bay Virginia 
Hills 9-20 well which found a 55-foot productive zone in the Slave Point formation 
and flowed oil to the surface at the rate of 1,200 barrels a day. Two step out 
wells in the Virginia Hills block failed to find production but a third well recently 
found production one mile southwest of the original discovery well. 


During 1957 two successful wells were drilled on the Swan Hills farmout. 
The first well, Home-Regent-United et al Swan Hills 8-11, found Slave Point 
porosity and flowed oil to the surface in 70 minutes. Because of lack of storage 
capacity and difficult terrain, it was impossible to give this well a full production 
test. The second discovery Home-Regent-United et al 11-19, six miles to the 
southwest of the initial discovery, is the best well drilled in the area and found 146 
feet of continuous porosity. The success of these wells caused a step up in the 
tempo of the exploration on our Swan Hills acreage. Three drilling rigs were 
brought in during the winter and are now drilling. 


On the Grizzly Mountain tract a wildcat is being drilled twenty miles northeast 
of the initial Swan Hills discovery well. This wildcat will test the multiple zone 
possibilities of the area. 


The spectacular success of the Home-United team has naturally attracted the 
attention of the whole industry to this general area. Though several shallow tests 
were previously drilled, it was not until your Company helped pioneer in drilling 
into the deep Slave Point formation that production was found in the area. 


Because of the difficulty of the terrain, development of the Virginia Hills and 
Swan Hills fields will take place only during the winter months until an all-weather 
access road is built into the area. Nevertheless, results to date have been so en- 
couraging that we are proceeding with plans for expanded drilling and exploratory 
operations in the winter of 1958-59. 


United Oils presently owns 828,906 Class B voting shares of Home Oil 
representing 35.7% of the outstanding Class B shares of that company. In view 
of this important financial interest in Home Oil, we are including a report on the 
activities of that company for the year 1957. 


R. A. BROWN, JR., 


President. 
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UNITED OILS, LIMITED 


Auditors’ Report 
To the Shareholders 


We have examined the books and accounts of United Oils, Limited and 
subsidiary company for the year ended December 31, 1957. Our examination 
was made in accordance with generally accepted auditing standards and accord- 
ingly included such tests of the accounting records and such other auditing proced- 
ures as we considered necessary in the circumstances. 


We have obtained all the information and explanations we have required and, 
in our opinion, the accompanying consolidated balance sheet and the related state- 
ment of consolidated income and deficit are properly drawn up so as to exhibit 
a true and correct view of the state of the companies’ affairs as at December 31, 
1957 and the results of their operations for the year then ended, according to the 
best of our information and the explanations given to us and as shown by the 
books of the companies. 


RIDDELL, STEAD, GRAHAM & HUTCHISON, 
Chartered Accountants. 


Calgary, Alberta. 
March 25, 1958. 
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1957 1956 
CURRENT ASSETS : 
Cash ecto parce a ea, aes ag a ae $ 4,423 $ 333,393 | 
* 
Accounts receivable: 22 3222) Ss 2 ee 2,388 11,774 | 
Saas ie ae ee a i 
6,811 345,167 | 


INVESTMENT IN HOME OIL COMPANY LIMITED, at cost | 


— Class: Ae-Shares \(1956=="12400) = 20 eee ere — 168,492 
§28,906* Class .B: Shares <(1956—8 16,506) = ae eee 6,530,070 6,360,256 | 
6,530,070 6,528,748 | 
pee eee ee | 
PROPERTY AND EQUIPMENT, at cost | 
Leaseholds, rights and development thereon 
Producing | e233) ag en ee 5 caee nets 5,368,951 218,95 h 
Less Accumulated “depletion 222 ae (1,446,433) (550,936) ) 
Non-producing) 222027 1 400,127 560,644 | 
Production equipment 2.12.2) eee 538,145 473,131 | 
Less-—Accumulatedsdepreciation 2.2. ses ee eee aoe (247,068) (149,840) 
| 
4 60S, /22 5,551,980 | 
OTHER (ASSETS 2/2 | 5u 2 5) 6,805 4,265 


cae ee ee ee 2 ee | 
$11,157,408 $12,430,160 | 


) 
The accompanying notes to financial statem 
| 


S, LIMITED 
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- as at December 31, 1957 
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LOST 1956 
CURRENT LIABILITIES 
Puceto bank ——? demand loan (secured))2. 2 2 $11,322,682 $11,442,419 
Serr ACCTUCC WMCCLOSt emt Bas Sate Wy WR ee We 1,784 — 
ANSOCTITIRS TENE) CUI Se OE | ee ee aes ek O219 4,555 
DGeatOrvauiulated Company — e259 i. 3 2 a) 27,696 6,808 
11,361,441 11,453,782 
CAPITAL STOCK AND DEFICIT rae ae 
Capital stock 
Authorized 
10,000,000 shares of no par value 
Issued and fully paid 

GVO 250; SHALCS asad en oe ee ee : TD 2.59 BaD, 559 
Dect —— peeastatemente attached 04. oo. eee ee DDO 2 2110, 81 
(204,033) OT 6.371 

Approved on behalf of the Board: 

R. A. BROWN, Jr. 

Director 

W. H. ATKINSON 

Director 
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UNITED OILS, LIMITED 


AND SUBSIDIARY COMPANY 


Statement of Consolidated Income 


and Deticit 
For the year ended December 31, 1957 


(with comparative figures for the prior year) 


1957 
INCOME 
Sale*of oil production "222 eee Se O17 327 
Other: income 32 2 ee 3,209 
1,020,536 
EXPENSE 
Well” opetating= expense sess se ees 157,267 
General and administrative expense 
(INOtGS2)).” sac a a ae 2 64,020 
Non-producing property expense as 33167 
Surrendereduleascs = eee Tk lio 226,599 
Unproductive exploration and dry hole costs ___ 75,069 
Depletion of producing properties 
(Note. 3) xc a A 2 ee ee 895,497 
Depreciation ‘of equipment (== eae 98,850 
Interest; expense.) a eee 679,878 
2,200,947 
Loss for the* year? 1,180,411 
Deficit as at January 1; 1.957-22.2  ee D116, 1S4 


DEFICIT as at: December:31) 1957) 2 eee $ 3,956,592 


The accompanying notes to financial statements are 


an integral part of this statement. 


1956 


1,156,894 
1,475 


15158:509 


84,783 


623553 
14,499 
1,016,167 
76,781 


495,913 
138,553 
585,075 


2,474,324 


15 19,955 
1,460,226 
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UNITED OILS, LIMITED 


AND SUBSIDIARY COMPANY 


Notes to Financial Statements 


December 31, 1957 


1. Subsequent to December 31, 1957 the company offered to the holders 
of its outstanding capital stock, the right to subscribe for additional shares 
at $2.00 per share at the rate of one additional share for each three 
shares held. As a result of this offer, 1,985,848 shares have been issued 
and $3,971,696 received. Estimated expenses total $60,000. Bank 
loans aggregating $2,000,000 have been repaid. 


2. Included in general administrative expenses are: 


1957 1956 
Bxecutive salaries 5 ee $7,200 $6,900 
Directors dices. ee ee ee 1,200 — 
Legaleices ee 3,580 — 


3. Depletion of producing properties includes an amount of $247,978 to 
fully reserve for the cost of a marginal property. 


Home Oil Company Limited 


FINANCIAL 


Home had gross income from operations of $9,096,853 in 1957 as compared 
with $8,712,094 in 1956. Income before capital write offs for depreciation and 
depletion, surrendered leases and dry hole costs was $4,322,619 in 1957 as com- 
pared with $4,586,135 in 1956. After deducting these items there was a loss of 
$769,538 for the year 1957. 


EXPLORATION AND DRILLING 


In the year ended December 31, 1957, Home drilled or participated in the 
drilling of 30 wells. Home’s net interest was 16.3 wells of which 9.7 were oil wells, 
1.6 gas wells and 5 dry and abandoned. 


Reference is made to the remarks on exploration appearing in this report as 
to the operations being conducted in the Virginia Hills, Grizzly Mountain and 
Swan Hills areas of Central Alberta. Home’s interest in the Virginia Hills and 
Grizzly Mountain areas is 20.83% and in the Swan Hills area is 31.25% of the 
working interest. 


In addition, Home continues to hold varying interests in approximately 61,000 
acres of freehold and Crown leases in the Cremona area about sixty miles north- 
west of Calgary and as at December 31, 1957, had an interest in a total of 51 
producing wells in the Westward Ho, Harmattan, Elkton and Sundre oil fields 
located in this area. The prospects of finding additional oil or gas accumulations 
elsewhere on the 61,000 acres held in the Cremona area are considered by Home 
to be favourable, based on present available geological information. During 1957, 
the East Harmattan pool was discovered four miles east of the northern portion 
of the Harmattan field. 


Home is carrying out exploration activities in other areas and has plans to 
participate in the drilling of exploratory wells in several areas of Alberta early in 
1958. 


ACREAGE HOLDINGS 
Home as of December 31, 1957, held varying interests in exploration acreage 
in Canada amounting to 768,564 net acres in a total of 2,026,986 gross acres. 


This acreage is in the form of petroleum and natural gas reservations and gas 
licenses and petroleum and natural gas leases. 
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RESERVES 


The reserves of Home Oil as of December 31, 1957, and after giving effect 
to the transfer of certain properties to Tennessee Gas Transmission Company, aré 
estimated by its consultants as follows: 


Proven Proven Probable Total 
Developed Undeveloped Additional 
Crude, Oil: (bbis.)) 2 = 35,076,000 8,750,000 37,865,000* 81,691,000 
Natural Gas (mmcf) 186,762 81,340 37,470 305,572 


Natural Gas Liquids (bbls.) 3,837,000 2,172,000 313,000 6,322,000 


* Includes 36,349,000 barrels of additional reserves anticipated from water 
flooding gains in the Pembina and Turner Valley fields. Normal reserve calcula- 
tion practices have been followed in assigning reserves to completed wells and to 
areas considered proven by completed wells in the Swan Hills and Virginia Hills 
region. However, these reservoirs have not been sufficiently delineated to make 
possible a realistic appraisal of so large an area. Therefore, no “probable addi- 
tional” reserves have been included for Swan Hills-Virginia Hills. 


PRODUCTION 


The following table sets forth the crude oil, natural gas liquids and natural 
gas production of Home for the years 1956 and 1957. In all cases the royalties 
and interests of others have been deducted. The natural gas liquids and natural 
gas figures represent actual sales after production and processing losses. 


1957 1956 
ride @ile( DDS: ) se 9 2 eS oe eee eee ees | 3,092,797 3,244,109 
INatiralstas kiquids) (DDI1S:) a se SS 65,074 59,600 
INabUraIECraAg INCL) ot eae ce ee ee ee oe 6,122,928 5,690,747 


TRANS-CANADA PIPE LINES LIMITED 


During the past year Home Oil Company Limited has acquired substantial 
shareholdings in Trans-Canada Pipe Lines Limited. As at this date Home owns 
841,334 shares and has the right to acquire an additional 158,666 at $15.00 per 
share, making a total of 1,000,000 shares. The basic reeason for Home’s acquisi- 
tion of Trans-Canada shares is twofold. Firstly, estimates indicate that Trans- 
Canada will enjoy a similarly profitable long term growth that has been character- 
istic of the large gas transmission companies in the United States; and, secondly, 
this investment has enabled Home to obtain maximum participation in Canada’s 
rapidly expanding natural gas development while, at the same time, diversifying 
its assets. 
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